CITY OF NEW CARROLLTON, MARYLAND
New Carrollton, Maryland

COMPREHENSIVE ANNUAL FINANCIAL REPORT

For The Year Ended June 30, 2017

Prepared by:
Maisha Williams
Director of Finance & Accounting




......

This page intentionally left blank




CITY OF NEW CARROLLTON, MARYLAND
For The Year Ended June 30,2017

TABLE OF CONTENTS
PAGE
INTRODUCTORY SECTION
Letter OF TIANSIIHEEAL c.vevevesvseeereeeeereeteseesssebereseereessss st e sissaa st e et bern s s rre e e e b et esisrn et [
Certificate of Achievement for Excellence in Financial Reporting.......oovveviveesonsnieicnnienne, 5
Organizational CRAIT........coiiiiiii i 6
List of Elected and Appointed OffICials ..., 7
FINANCIAL SECTION
Independent AUAIOI’S REPOIT ....ocooiiiiviiiiirsiieirri et 8
Management’s Discussion and ANalysis ... 10
Basic Financial Statements
Government-Wide Financial Statements
Statement 0F Net POSIHOI 1.ovveverrerririe et eiesrte e ssictes ettt e esesnnes 20
Statement OF ACHVIEIES. ...civeeeerieerrscrrieete e sttt e s s e sn e s ese e et me e 21
Fund Financial Statements
Balance Sheet — Governmental Funds ..o 22
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net POSIEION w.ovvvirvesimeriener et 23
Statement of Revenues, Expenditures, and Changes
in Fund Balance — Governmental Funds.......cooveciiininei e 24
Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures, and Changes in Fund Balance to the Statement of Activities........... 25
Statement of Revenues and Expenditures — Budget and Actual
(Non-GAAP Budgetary Basis) — General Fund ... 26
Summary of Significant Accounting PolICIES.....covevvvviicicenni i 37
Notes t0 Financial StAEIMENTS ...oveerirrieeirerrneeesins e iare st e s s nese e e e 43
Required Supplementary Information
Employees’ Retirement and Pension SYSEIM ..o 59
Schedule of the City’s Proportionate Share of the Net Pension Liability ..., 60



CITY OF NEW CARROLLTON, MARYLAND
For The Year Ended June 30, 2017
TABLE OF CONTENTS (continued)

STATISTICAL SECTION
Net Position by COMPONENE ......oveciviirie ettt e 61
Changes in Net POSTHOIL c.cooreriiie vttt sttt eb e et 62
Governmental Activities Tax Revenues by SOUICE ....coovvviireiiriiniiniiinirese e 63
Fund Balances of Governmental FUunds........ccooiiiviinioimcciicessneesee e 64
Changes in Fund Balances of Governmental Funds..........ooooovimmeeiiniiiie 65
General Governmental Tax Revenues by SOUCES ...t s 66
Assessed Value and Estimated Actual Value of Taxable Property .......ocoovvvveviviciiniinis 67
Property Tax Rates Direct and Overlapping GOVEIIIMENLS ....ocoovvieiieiiiininniaiitncee, 68
Principal Property TaXDaYerS. .. i iriiieneinstieseas et sis s sss e st s 69
Real Property Tax Levies and CollECtions ......c.occoiiiiiiiiiinici e 70
Ratios of Outstanding Debt BY TYPE wcovivimiiiiiiiiiri e 71
Ratios of Net General Bonded Debt Qutstanding........ooecvevcvvenienericnninnnn e snressreseesneas 72
Direct and Overlapping Governmental Activities Debt ... 73
Legal Debt Margin Information.....cuiin et 74
Demographic and EcOnomic STAtIStICS ...cvvrreerieci i 75
PrinCipal EIMPLOYETS . .veccererreerrceiiseis sttt e n s bbb e 76
Full-Time City Government Employees by Function/Program........ccecveviinivinienireneneenens 77
Operating Indicators by FUnction/PrOgram .......ccoeiiireeiniiereterinniin st 78

Capital Asset Statistics by Function/Program ..., 79




Andrew C. Hanko

CITY COUNCIL

Lincoln Lashley
Chairman

Katrina R. Dodro
Vice Chair

Duane H. Rosenberg
Mayor Pro Tem

Richard Bechtold
Alternate Treasurer

Sarah Potter Robbins
Councilmember

CITY STAFF

Timothy George
City Administrative Officer

David G. Rice
Chief of Police

Bemard Cochran
Director of Public Works

. Brennan, McKenna, Manzi,

Shay, Levan, Chtd.
City Law Firm

Douglass A. Barber
City Clerk

CITY of NEW CARROLILTON

6016 PRINCESS GARDEN PARKWAY e NEW CARROLLTON, MARYLAND 20784-2898
(301) 459-6100 FAX (301) 459-8172

November 30, 2017

Honorable Chairman and Members of the City Council
City of New Carrollton, Maryland:

The City Charter, Section C-14 Budget and Finance, paragraph (e), requires that
the financial books and accounts of the City be audited annually in accordance
with applicable State laws and the requirements of the City Council. The City
Council has elected to have its financial statements prepared in accordance with
generally accepted accounting principles and audited in accordance with
generally accepted auditing standards by a certified public accountant. We
hereby issue the comprehensive annual financial report (CAFR) for the year
ended June 30, 2017.

City Management assumes full responsibility for the accuracy, completeness,
fairness and reliability of the information contained in this report, based upon a
comprehensive framework of internal control that has been established for this
purpose. Because the cost of internal control should not exceed anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance
that the financial statements are free of any material misstatements. We believe
that the data, as presented, is accurate in all material aspects; that it is presented
in a manner designed to fairly set forth the financial position and changes in
financial position of the City; and, that all disclosures necessary to enable the
reader to gain the maximum understanding of the City’s financial affairs have
been provided.

Bridgett, Mock & Associates, P.A., a firm of licensed certified public
accountants, has audited the City of New Carrollton, Maryland’s financial
statements. The independent auditor’s report is included with the City’s
financial statements in the Financial Section of this report. The audit was
conducted in accordance with auditing standards gemerally accepted in the
United States of America. On the basis of this examination, the independent
auditors have issued an unmodified opinion that the presentation of the basic
financial statements conforms to accounting principles generally accepted in the
United States. In conducting the audit, the auditors performed tests of the
accounting records and such other procedures as were considered necessary in
the circumstances to provide a reasonable basis for the opinion on the financial
statements. The auditors also assessed the accounting principles used and the
significant estimates made by management, as well as evaluated the overall
financial statement presentation.



Management has provided a narrative introduction, overview, and analysis to accompany the basic
financial statements in the Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The
City’s MD&A can be found immediately following the report of the independent auditors in the
Financial Section of this report.

PROFILE OF THE GOVERNMENT

The City of New Carrollton is located in central Prince George’s County, Maryland, approximately
eight miles northeast of Washington, D.C. With a population of 12,868 and a land area of 1.5 square
miles, New Carrollton is the seventeenth largest municipality in Maryland and the sixth largest in
Prince George’s County.

The City was incorporated on April 11, 1953, by an act of the Maryland General Assembly and
granted a Charter as the City of Carrollton. On February 17, 1965, a resolution was introduced in
the City Council for an amendment to the City Charter that would change the name of the City from
“Carrollton” to “New Carrollton.” A public hearing was held on the name change, and on April 7,
1965, the City Council approved the change. The issue of the new name was brought to referendum
and was subsequently approved by the voters on May 2, 1966.

Another significant legal change occurred in 1970 when the citizens voted to alter the form of
government. In May 1971, a new City Charter became effective changing the government from a
commission to a Mayor and Council form. The duties of the Mayor and City Council were expressly
defined, separating executive and legislative functions.

The Mayor is the City’s chief executive officer, directing the administration of the municipal
services of general government, including City administration, public works and public safety
(police). The Mayor is not a member of the City Council and has no vote at Council sessions. The
Mayor, however, has veto power over any ordinance or resolution passed by the Council. The
Mayor appoints, with the advice and consent of the City Council, all City officers. The Mayor
proposes and executes the budget.

The City Council, in its legislative role, adopts all ordinances and resolutions and establishes the
general policies for the City. The Council may also override an executive veto, and it must grant all
special exceptions or variances to any ordinance. The City Council sets the tax rate and approves
and adopts the budget. Another duty includes the annual appointment of the City Auditor. The
Council may investigate or call for an accounting of any action by the Mayor and the executive
department. The Mayor and members of the City Council serve on a part-time basis.

The programs of the City government are carried out through three major departments
(administrative, police, and public works), headed by a full-time City Administrative Officer, Police
Chief, and a Director of Public Works. These officials report directly to the Mayor. All work
priorities are set by the Mayor within the limitations imposed by the budget and the City Council.
The Mayor is also assisted in operating the City by an appointed City Treasurer, a designated Law
firm, and an Engineering firm. The Board of Elections is a semi-autonomous body appointed by the
Mayor with approval of the Couneil.




Official City committees include the Welcome Committee, the Ethics Commission, the Zoning and
Appeals Board, and the Weinbach Scholarship Committee and are all comprised of citizen
volunteers. These committees perform important functions and advise the Mayor and City Council
in their respective areas of expertise. The City’s operating philosophy has been one which
encourages the greatest possible input and participation.

ECONOMIC CONDITION AND OUTLOOK

New Carrollton has three commercial shopping centers within its boundaries; all have seen steady
tenancy and sales volume. As a result, the number of jobs within the City has remained relatively
constant. The City welcomed a new national restaurant/retailer, Jersey Mikes Subs, which added 10-

15 new jobs, approximately.

The City of New Carroliton’s local economy is impacted by several major regional factors, the
largest of which is the housing market for Northern Prince George’s County. The housing market
continues to improve and the City is optimistic for FY 2019-2020 looking positive, entering the third
year of the triennial property assessment cycle. In addition, the City receives a large portion of its
revenues from state income taxes. As a result, the City is beholden to state income tax collections
and the state’s employment economy as a whole.

The economy of the surrounding metropolitan area is dominated by the presence of the United States
Federal Government. As such, the State of Maryland and the City of New Carrollton are impacted by
decisions made at the federal level.

LONG-TERM FINANCIAL PLANNING

In its third year of its triennial real estate property assessment cycle, the City maintained the prior
year tax rate for Fiscal Year 2017. The City increased the personal property tax rate on businesses to
$1.66/$100. City has adequate reserves to handle projected road repairs and sidewalk replacements
expected to arise in future fiscal years. The City also has a superb debt ratio allowing it to borrow
funds at low inferest rates should the need arise.

The City is endeavoring to take a longer-range and more structured approach to capital planning.

RELEVANT FINANCIAL POLICIES
The City adopted a Debt Management Policy which incorporates fiscal policies contained in the City
Charter with newly established policies.

The City revised the Procurement and Purchase Order procedure for purchases over $1,000,
including raising the requirement for purchase orders to $3,000 and the requirement for a RFP bid
process to $30,000.



MAJOR INITIATIVES
During the FY 2017, the City undertook the following major project initiatives:

» The City purchased a property in the northwest corner of the City, the former Suburban

" Agquatic Club, and is in the process of annexing the property into the City.

« The City sought financing for a loan for repairs and renovations to the Municipal Building,
including but not limited to: installing a new roof, renovating the HVAC system, installing a
new ceiling with LED lighting. This financing was secured with CDA in July of 2017 for
$1,500,000.

+ The City became a MEA/MSEC community and secured a $30,000 grant for energy efficient
lighting.

«  The City hired independent consultants in FY 2017 to perform a Compensation Study for all
employees of the City. The Study was implemented in July of 2017.

+ The City increased the personal property tax (on businesses) in FY 2018 to $1.66/§100, in
accordance with state allowance .

The City expended approximately $756,333 in capital additions and $588,000 in street and sidewalk
repairs.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of New Carrollton,
Maryland for its comprehensive annual financial report for the fiscal year ended June 30, 2017. This
was the thirty-fourth consecutive year that the City has achieved this prestigious award.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report could not have been accomplished without the efficient and dedicated
services of the entire staff of the Administrative Department. I want to express my sincere
appreciation to all the members of the Department who assisted in and contributed to its preparation
and to all employees of the City for their cooperation throughout the year in supporting the financial
goals of the City. I would also like to thank the City Council for their interest and support in
planning the financial operations of the City.

Respectfully submitted,

Andrew C. Hanko, Mayor
City of New Carroliton
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MOCK

& ASSOCIATES, RA.

Ry, Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of the City Council
City of New Carroliton
New Carrollton, Maryland

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities and the
budgetary comparison for the general fund of the City of New Carrollton, Maryland, as of and for
the year ended June 30, 2017, and the related notes to the financial statements, which collectively
comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis

for our audit opinions.

8
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the general fund of the City of New
Carrollton, Maryland, as of June 30, 2017, and the respective changes in financial position and the
budgetary comparison for the general fund thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information _
Accounting principles generally accepted in the United States of America require that the

management’s discussion and analysis on pages 10 - 19 and additional information required for the
pension on pages 59 - 60 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We
do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of New Carrollton, Maryland’s basic financial statements. The
introductory section and statistical section are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The introductory and statistical sections have not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.

S ¢ 2 1T a.
M Wxé v ﬁwguﬂ‘e
Waldorf, Mar¥land / /
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CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

INTRODUCTION

The City of New Carrollton is located in Prince George’s County, Maryland and is one of twenty-
eight municipalities within the County. The Management’s Discussion and Analysis (MD&A), a
requirement of GASB 34, is intended to be the City of New Carrollton’s discussion and analysis of
the financial results, prepared by the City's senior management, for the year ended June 30, 2017.
The MD&A is best understood if read in conjunction with the transmittal letter and the City's basic

financial statements.
FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2017

o The City’s assets and deferred outflows of resources exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year by $12,567,403 (net
position). Of this amount, $6,071,997 (unrestricted net position) may be used to meet the
City’s ongoing obligations to citizens and creditors. The City’s total net position increased
by $1,408,236.

¢ Asofthe close of the current fiscal year, the City’s governmental funds reported an ending
fund balance of $10,757,587, an increase of $731,045 in comparison to the prior year.

o The City acquired a piece of land contiguous to its out limits, for $420,364 adding 2.7
acres to the City. The land has not been officially annexed into the City.

e The City’s Police Department has a patrol staff of 18 for 24 hours a day, 7 days a week.
The Police Department purchased three new vehicles and a surveillance trailer.

e During the current fiscal year, the City’s long-term debt (excluding pension liability and
compensated absences)} decreased by $185,891. The decrease was due to the principal
payments on existing debt.

USING THIS ANNUAL REPORT

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. This Annual Financial Report (AFR) consists of two sections - Financial and Statistical.
The City’s basic financial statements are comprised of three components:- 1) government-wide
financial statements, 2) fund financial statements and, 3) notes to the financial statements. This AFR
also contains other required supplementary information in addition to the basic financial statements

themselves.

10



CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

Government-wide financial statements — The government-wide financial statements, which are the
" Statement of Net Position and the Statement of Activities, provide information about the activities of
the City as a whole. They present both short-term and long-term information about the City's overall
financial status. They provide readers with a broader overview of the City’s finances in a manner
similar to a private-sector business entity.

The Statement of Net Position presents information on all of the City’s assets, deferred outflows of
resources, liabilities, deferred inflows of resources, and net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position and
condition of the City is improving or deteriorating.

The Statement of Activities presents information on how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus revenues and
expenses are reported in this statement for certain items that will result in cash flows in future
periods (e.g., uncollected taxes and earned but unused vacation leave),

The government-wide financials include only the City because the City has no component unit
relationships with any other governmental agency. The government-wide financials can be found on
pages 20 and 21 of this AFR.

Fund financial statements —~ A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. Funds can be divided into three categories: governmental funds,
proprietary funds and fiduciary funds.

Governmental funds — Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements tell how services
were financed in the short-term, as well as what remains for future spending. Fund financial
statements also report the City's operations in more detail than the government-wide statements.

The City only operates one governmental fund, the General Fund. Information is presented for this
fund in the Governmental Funds Balance Sheet and in the Governmental Funds Statement of
Revenues, Expenditures, and Changes in Fund Balance.

The City adopts an annual appropriated budget for the General Fund. A budgetary comparison
statement has been provided to demonstrate compliance with the budget.

11




CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

The basic governmental fund financial statements and statement of budgetary comparison can be
found on pages 22 - 36 of this AFR.

Proprietary funds — The City operates no proprietary funds.
Fiduciary funds —~ The City operates no fiduciary funds.

Summary of significant accounting policies and notes to the financial statements — The
summary and notes to the government-wide and fund financial statements provide additional
information that is essential to a full understanding of this AFR. They can be found on pages 37 - 57

of this AFR.

Other information — In addition to the basic financial statements and accompanying notes, this
report also presents certain required information related to the City of New Carrollton’s net pension
liability. This information can be found on pages 59 and 60 of this Report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following tables and analysis discuss the financial position and changes to the financial position
for the City as a whole as of and for the year ended June 30, 2017 with comparative information for

the previous fiscal year.

As noted earlier, net position may serve, over time, as a useful indicator of a government’s overall
financial condition and position. In the case of the City, assets exceeded liabilities by $12,567,403
at the close of the most recent fiscal year. The City’s net position is divided into three categories: 1)
net invested in capital assets; 2) restricted net position; and 3) unrestricted net position.

The City’s investment in capital assets, net of depreciation and any unamortized debt used to acquire
those assets represents approximately 40.6% of total net position. The City uses these assets to
provide services to the citizens of the City. Consequently, these assets are not available for future

spending.

Restricted net position is resources that are subject to external restrictions on how they may be used.
Restricted net position represents 11.0% of net position and are restricted for street improvements,
scholarships to the City's youth, public safety expenses, and cable equipment.

Unrestricted net position of the City represents approximately 48.4% of the City’s total net position.
The City may use the net position to meet the City’s ongoing obligations to citizens and creditors.

12



CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

Figure 3 presents a summary of the Statement of Net Position for the City as of June 30, 2017 and

2016, respectively:

Figure 3

Total Governmental Activities

2017 2016
Assets
Current and other assets $ 11,774,743 $ 10,926,710
Land 1,181,189 760,825
Capital assets, net 4,380,399 4,504,593
Total Assets 17,336,331 16,192,128
Deferred Outflows of Resources 782,890 606,733
Liabilities
Long-term liabilities outstanding 4,779,539 4,809,572
Other liabilities 588,302 609,614
Total Liabilities 5,367,841 5,419,186
Deferred Inflows of Resources ) 183,977 220,508
Net Position
Net investment in capital assets 5,108,588 4,702,695
Restricted 1,386,818 1,753,052
Unrestricted 6,071,997 4,703,420
Total Net Position $ 12,567,403 $ 11,159,167

13




CITY OF NEW CARROLLTON, MARYLAND
- MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

General revenues of governmental activities were approximately $7.1 million, while total expenses,
net of charges for services and grants, were approximately $5.7 million. The increase in net position
for governimental activities was $1,408,236. Revenues from property taxes increased by 446,358
over the prior year. Expenses increased in Fiscal Year 2017 over 2016 by $407,648. Figure 4
presents statement of governmental activities for the City as of June 30, 2017 and 2016, respectively.

14

- Figure 4
Total Governmental Activities
2017 2016
Revenues

Program revenues
Charges for services 2,493,458 1,741,005
Operating grants and contributions 644,350 571,559
Capital grants and contributions 5,200 46,390

General revenues
Property tax 5,439,582 4,993,224
Shared taxes 1,471,218 1,145,291
Miscellaneous 107,386 58,599
Investment earnings 47,413 78,785
Total Revenues 10,208,607 8,634,853

Expenses

General government 1,583,669 1,636,175
Public health code enforcement 361,394 367,392
Public safety police services 3,105,991 3,015,512
Public works 1,016,330 1,023,506
Highways 1,081,651 651,402
Sanitation 1,016,624 1,100,000
Parks and recreation 586,121 536,456
Weinbach scholarship 3,000 2,000
Interest 45,591 60,280
Total Expenses 8,800,371 8,392,723
Change in net position 1,408,236 242,130
Net position, beginning 11,159,167 10,917,037
Net position, ending $ 12,567,403 $ 11,159,167




CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

Figure 5 represents the cost and program revenues of each of the City's activities for the years
ending June 30, 2017 and 2016. This table also shows each activity's net cost (total cost less fees
generated by the activities and program specific intergovernmental aid). The net cost shows the
financial burden placed upon local taxpayers for each of these functions.

Figure 5

Net Cost of Governmental Activities — Year Ending June 30, 2017

Cost of

Services Revenues Services
General government $ 1,583,669 $ 432,445 § 1,151,224
Public health code enforcement 361,394 379,536 (18,142)
Public safety police services 3,105,991 1,686,082 1,419,909
Public works 1,016,330 - 1,016,330
Highways 1,081,651 275,467 806,184
Sanitation 1,016,624 363,778 652,846
Parks and recreation 586,121 5,200 580,921
Weinbach scholarship 3,000 500 2,500
Interest on long-term debt 45,591 - 45,591
Total $ 8,800,371 $ 3,143,008 § 5,657,363

Net Cost of Governmental Activities — Year Ending June 30, 2016

Cost of

Services Revenues Services
General government $ 1,636,175 $ 383,055 $ 1,253,120
Public health code enforcement 367,392 286,788 80,604
Public safety police services 3,015,512 1,003,326 2,012,186
Public works 1,023,506 - 1,023,566
Highways 651,402 275,117 376,285
Sanitation 1,100,000 363,778 736,222
Parks and recreation 536,456 46,390 490,066
Weinbach scholarship 2,000 500 1,500
Interest on long-term debt 60,280 - 60,280
Total § 8,392,723 § 2,358,954 S 6,033,769

The total cost of all governmental activities this year was approximately $8.8 million. Some costs of
government activities were paid by those who directly benefited from the programs ($2,493,458) and
other governments and organizations that subsidized certain programs with grants and contributions
(5649,550).
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CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental fund - The focus of the City’s governmental fund is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the City’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

As of June 30, 2017, the City reported a fund balance of $10,757,587, an increase of $731,045 over
the prior fiscal year. The general fund is the chief operating and only fund of the City. Ofthe fund
balance, $91,372 is nonspendable due to prepaid expenses at year end, $1,386,818 is restricted due
to external restrictions as to usage, $250,000 is committed due to the restrictions placed upon it by
the Mayor and Council of New Carrollton, $2,536,870 is classified as assigned, and the unassigned
fund balance is $6,492,527. The City’s Charter established an operating reserve of $250,000 which
can only be spent in the last three months of the fiscal year if necessary. As a measure of the general
fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to
total fund expenditures. Unassigned fund balance represents 69.5% of total general fund
expenditures, while total fund balance represents 115.1% of that same amount.

Total revenues increased by §1,433,353 or 16.6% over the preceding year. Taxes increased by
$601,504 and fines and forfeitures revenues increased by $601,504 over the preceding year. Total
expenditures increased by $856,785 or 10.1% over the preceding year.

General fund budgetary highlights

During the fiscal year, the City made several amendments to the General Fund original approved
budget. On a budgetary basis, actual revenues for the fiscal year were less than the final budget by
$844,129. Actual general fund expenditures were $1,575,174 less than revised budget authorization.
The budget was amended to include several capital projects expected to occur in fiscal year 2017
which were delayed. The majority of the funding for those capital projects was coming from the
assigned fund balances.

Actual state income tax revenue exceeded the budgeted amount by $394,538 due to higher than
expected revenues from the state. Actual red light camera revenue exceeded the budgeted amount
by $508,241. The positive variance of $336,559 between expected and actual expenditures in the
highway department is attributable to the temporary delay in street, sidewalk and bridge repairs
which is expected to be done in the next fiscal year.

An analysis of the budget and actual revenues and expenditures can be found on pages 26 - 36.
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CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital assets

As of June 30, 2017, the City had approximately $5.6 million invested in net capital assets including
land, buildings, computers, infrastructure, park facilities, vehicles, and equipment. During the year
ended June 30, 2017, the City purchased $756,333 of capital assets and had total depreciation
expense of $459,263.

Figure 6 displays a summary of governmental activities capital assets by type as of June 30, 2017
and 2016.

Figure 6
Capital Assets, Net of Depreciation

Total Government Activities

2017 2016
Land $ 1,181,189 3 760,825
Buildings 1,278,284 1,352,707
Improvements other than buildings 141,293 118,095
Street and infrastructure 1,294,084 1,338,271
Equipment 1,649,314 1,669,961
Software 17,424 25,559
Total $_5561.588 $ 5265418

Additional information on the City’s capital assets can be found in Note 5, pages 45 - 46 of this
AFR.

Debt

As of June 30, 2017, the City had total debt outstanding 0f $4,779,539. Of this amount, $453,000 1s
comprised of a bonds payable to the Community Development Administration, $1,371,475 of bonds
payable to Sun Trust Bank, and the net pension liability for the City of $2,756,090. The remaining

$199,004 represents amounts due to City employees for accrued compensated absences.

The City’s net pension liability totaled $2,756,060 an increase of $171,374 from the previous year.

17




beod

CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

Figure 7 displays a summary of governmental activities long-term debt by type as of June 30, 2017
and 2016.

Figure 7
Long-Term Debt
Total Government Activities

2017 2016
Loans payable $ - 3 24,723
Bonds payable 1,824,475 1,985,643
Net pension liability 2,756,060 2,584,686
Compensated absences 199,004 214,520
Total $ 4779.539 $  4.809.572

Additional information on the City of New Carrollton’s long-term debt can be found in Note 6 on
pages 46 - 48 of this AFR. :

ECONOMIC FACTORS AND NEXT YEAR'S (FY 2018) BUDGETS AND RATES

e Real property tax revenues in Fiscal Year 2018 are expected to be similar to prior year. The
property tax rate has remained $0.6652 per $100 of assessed value and the personal property
tax rate was increased to $1.66 per $100 of assessed value. The City does not expect any
increase in the state and county shared revenues. The City continues to collect a service fee
on trash collection for single family homes and condominiums that will bring an estimated
$363,500 in revenue. There is an expected decrease in revenue from the Red Light Camera

Program.

e The City is undergoing major repairs and renovations to the Municipal Center. Project costs
of $1,500,000 are to be funded by the loan from CDA.

o For Fiscal Year 2018, personnel costs including a cost of living adjustment, health insurance,
workman compensation insurance, and state retirement contribution premiums 1s expected to
increase 4%. The City implemented the Compensated Study in July 2017.

e The City is committed in growing the tax base of the commercial properties. The City
assigned $1 million of its fund balance in Fiscal Year 2014 to an incentive program and used
$420,000 for purchase of land in FY 2017. These economic incentives will be provided to a
targeted growth area known as the New Carrollton Area Revitalization District or NARD.
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CITY OF NEW CARROLLTON, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
For The Year Ended June 30, 2017

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide residents, customers, and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If
you have any questions, please contact the City’s Finance and Accounting Department at (301) 459-

6100.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF NET POSITION

June 30, 2017
Governmental
Activities
ASSETS
Cash and cash equivalents $ 1,007,843
Investments 8,733,676
Cash, restricted 40,034
Receivables, net 450,774
Prepaid items 91,372
Due from other governments 451,044
Land 1,181,189
Capital assets, net of accumulated depreciation 4,380,399
Total Assets 17,336,331
DEFERRED OUTFLOWS OF RESOURCES
Deferred pensions 782,890
LIABILITIES
Accounts payable 211,225
Accrued expenses 84,471
Uneamed revenue 291,655
Due to other governments 951
Non-current liabilities
Due within one year 324,188
Due in more than one year 1,699,291
Net pension liability 2,756,060
Total Liabilities 5,367,841
DEFERRED INFLOWS OF RESOURCES
Deferred pensions 183,977
NET POSITION
Net investment in capital assets 5,108,588
Restricted for
Weinbach scholarship 40,034
Public safety 228,820
Street improvements 565,125
Cable equipment 552,839
Trestricted 6,071,997
TOTAL NET POSITION 3 12,567,403

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF ACTIVITIES
For The Year Ended June 30, 2017

Net (Expense)
Revenues and
Changes in Net
Program Revenues Position
Operating Capital Gerants
Charges for Grants and and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Governmental activities
General government b 1,583,669 % 241,823 3 190,622  § - $ (1,151,224)
Public heaith code enforcement 361,394 379,536 - - 18,142
Public safety police services 3,105,991 1,492,181 193,901 - (1,419,50%)
Public works 1,016,330 “ - - {1,016,330)
Highways 1,081,651 16,140 258,327 - (806,184)
Sanitation 1,016,624 363,778 - - (652,846)
Parks and recreation 586,121 - - 5,200 (580,921)
Weinbach scholarship 3,000 - 500 - (2,500)
Interest on long-term debt 45,591 - - - (45,591)
TOTAL GOVERNMENTAL
ACTIVITIES b 8,800,371 % 2,493,458 % 644,350 % 5,200 (5,657,363)
GENERAL REVENUES
Property taxes 5,439,582
Income taxes 1,296,853
Other taxes 174,365
Miscellaneous 107,386
Unrestricted investment earnings 47,413
Total General Revenues 7,065,599
CHANGE IN NET POSITION 1,408,236
NET POSITION, BEGINNING 11,159,167
NET POSITION, ENDING

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies

and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30,2017
ASSETS
Cash and cash equivalents $ 1,007,843
Investments 9,733,676
Cash restricted 40,034
Receivables, net 450,774
Prepaid items 91,372
Due from other govermnments 451,044
TOTAL ASSETS § 11,774,743
LIABILITIES
Accounts payable A 211,225
Other liabilities 78,414
Uneamed revenue 291,655
Due to other governments 951
Total Liabilities 582,245
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property and income taxes 434,911
Total Deferred Inflows Of Resources 434,911
FUND BALANCES
Nonspendable 91,372
Restricted ) 1,386,818
Commitied 250,000
Assigned 2,536,870
Unassigned 6,492,527
Total Fund Balances 10,757,587
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES
AND FUND BALANCES 3 11,774,743

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALLANCE SHEET TO THE STATEMENT OF NET POSITION

June 30, 2017
TOTAL FUND BALANCE - GOVERNMENTAL FUNDS 5 10,757,587
Amounts reported for governmental activities in the Statement of Net
Position are different because

Capital assets used in governmental activities are not financial

resources and, therefore, are not reported as assets in governmental

funds. The cost of these assets is $11,570,953 and the accumulated

depreciation is $6,009,365. 5,561,588
Payments made for pension system reduce the long-term ligbility on the

Statement of Net Position but are treated as expenditures in the funds.

This is the amount of deferred outfiows of resources. 782,890
Long-term liabiiities are not due and payable in the current period, and

therefore, are not reported as liabilities in the funds. (4,779,539)
Interest on long-term debt is not accrued in governmental funds, but

rather is recognized as an expenditure when due, {6,057)
Deferred inflows of resources related to pension liability and eamings on

pension plan investments are not reported on fund financial statements. (183,977)
Certain receivables are offset by unavailable revenue in the governmental

funds since they are not available to pay for current-period expenditures.

This is the amount of deferred inflows of resources. 434,911

TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES 3 12,567,403

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For The Year Ended June 30, 2017

General Fund
REVENUES
Taxes 5 7,031,670
Licenses and permits 234,641
Intergovernmental 269,835
Revenues from other agencies 123,607
Charges for services 769,178
Fines and forfeitures 1,473,499
Net investment earnings 47,414
Miscellaneous 124,926
Total Revenues 10,074,770
EXPENDITURES
General government 1,937,960
Public health Code Enforcement 360,211
Public safety police services 3,158,993
Public works admintstration 965,111
Highways 1,124,499
Sanitation 061,962
Parks and recreation 596,945
Weinbach scholarship 3,000
Debt service
Principal 185,891
Interest 49,153
Total Expenditures 9,343,725
NET CHANGE IN FUND BALANCE 731,045
FUND BALANCE, BEGINNING OF YEAR 10,026,542

FUND BALANCE, END OF YEAR

$ 10,757,587

These financial statements should be read only in connection with

the accompanymg summary of significant accounting policies

and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
RECONCILIATION OF THE GOYERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE TO THE STATEMENT OF ACTIVITIES
For The Year Ended June 30, 2017

TOTAL NET CHANGE IN FUND BALANCE - GOVERNMENTAL FUNDS ' b

Amounts reported for governmental activities in the Statement of
Activities are different because

Capital outlays are reported in governmental funds as expenditures. However,
in the Statement of Activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense. This is the amount by which
capital outlay $756,333 exceeds depreciation expense $459,263 in the period.

Long-term debt repayments are an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the Statement of Net Position.
This is the amount of long-term debt repayments for 2017.

Some expense in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as an expenditure in the
governmental funds. This is the amount by which accumulated long-term
unused compensated absences decreased.

Pension expense pertaining to the net pension liability does not require the use
of financial resources and, therefore, is not reported in the governmental funds.

Interest expense in the Statement of Activities differs from the amount reported
m governmental funds due to the net change in accrued interest.

The net effect of various transactions involving capital assets (i.e., sales and
trade-in) is to decrease net position.

Under the modified accrual basis of accounting, revenues are not recognized
unless they are deemed "available” to finance current expenditures.
Accrual-basis recognition is not limited by availability, so certain revenues
need to be reduced by the amounts that were unavailable at the beginning
of the year and increased by the amounts that were unavailable
at the end of the year. This adjustment records a net decrease in
"unavailable" revenues at the end of the year over the amount at the
beginning of the year.

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES S 1,408,236

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements,
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND

For The Year Ended June 30, 2617

REVENUES
Taxes
General property taxes
Real property
Real property - public safety
Personal property - businesses
Personal property - public safety
Property of raiiroads and public utilities
Penalties and interest
Total General Property Taxes
State shared taxes
Admissions and amusements
Highway user and motor vehicle tax
Income taxes
Total State Shared Taxes
County shared taxes
P.G. County disposal fee rebate
Haotel/motel tax
Payment ir fieu of bank stocks
Total County Shared Taxes
Total Taxes
Licenses and permits
State traders and peddlers
City business licenses
Xfinity franchise fees
Verizon cable franchise fees
Verizon property lease
Cricket communication franchise fees
Building permit fees
Total Licenses And Permits
Intergovernmental grants
State aid for police protection
Community policing service grants
Maryland state highway safety grant
School bus grant
Community development block grant
Other miscellaneous grants
Total Intergovernmental Grants
Revenues from other agencies
Cable TV equipment support grant - Comeast
Cable TV equipment support grant - Verizon
Total Revenue From Other Agencies
Current service charges
Advertising fees
Municipal center room rent
Board of appeals fees
Special police services
Rental property inspection
Property clean-up and liens
Trash pickup service fees
Recycling fees
Total Current Service Charges

Actual Amounts -

Variance with Final
Budget - Positive

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies

and notes to financial statements.

Original Budget Final Budget Budgetary Basis (Negative)

& 4,730,852 4,730,852 3 4,668,096 (62,756)
266,825 296,825 237,948 (58,877)
294,338 294,338 303,804 8,466

42,187 42,187 44,951 2,764
50,000 50,000 56,266 6,266
9,744 0,744 19,842 10,098
5,423,946 3,423,946 5,330,907 (93,039)
1,588 1,588 1,913 325
269,028 269,028 255,607 (13,421)
876,253 876,233 1,270,791 354,538
1,146,869 1,146,369 1,528,311 381,442
33,467 33,467 33,468 1
76,490 76,490 138,965 62,475
20 20 19 (1)
109,977 109,977 172,452 62,475
6,680,792 6,680,792 7,031,670 350,878
8,900 9,900 10,208 308
15,913 15,913 6,030 (9,883)
98,347 98,347 108,510 10,163
83,745 83,745 91,983 8,238
4,800 4,800 8,280 3,480
7,800 7,800 - (7,800}
5,000 5,000 9,630 4,630
225,505 225,505 234,641 9,136
120,000 120,000 160,475 40,475
63,752 63,752 29,425 (34,327)
2,000 2,000 3,720 1,720
- 4,000 4,000 -
- - 5,200 5,200
- 27,358 67,015 39,657
185,752 217,410 269,835 52,725
58,000 58,000 65,106 7,106
52,000 52,000 58,501 6,501
110,000 110,000 123,607 13,607
3,800 3,860 5,742 1,942
5,000 5,000 1,440 (3,560)
300 300 - (300)
30,000 30,000 19,687 {10,313}
300,000 300,000 374,705 74,705
15,000 15,000 3,826 (11,174)
311,638 311,638 311,638 .
52,000 52,000 52,140 140
717,738 717,738 765,178 51,440



CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES — BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND

For The Year Ended June 30, 2017

REVENUES {continued)
Fines and forfeitures
Municipal infractions
Red light camera
Speed camera
Vehicle control fines and towing
Total Fines And Forfeitures
Net investment earnings
Other revenues
Scrap metal and paper
Seized revenue
Right-of-way fees
Misecellaneous revenue
Weinbach scholarship grant
Total Other Revenues
Contingency reserve
Designated for
Speed camera
Street repair
Sidewalk repair
Capital purchase
Nard incentive fund
Weinbach scholarship
Undesignated fund balance transfer
Operating reserve carryover

TOTAL REVENUES

Actual Amounts -

Variance with Final
Budget - Positive

Original Budget Final Budget Budgetary Basis (Negative)
1,100 1,100 1,005 (95)
- 371,091 879,332 508,241
250,000 355,724 355,724 -
380,000 380,000 237,438 (142,562)
631,100 1,107,915 1,473,499 365,584
14,236 14,236 47414 33,178
2,000 2,000 753 (1,247)
1,768 1,768 936 (832)
16,140 16,140 16,140 -
30,000 30,600 106,597 76,597
500 500 500 -
50,408 50,408 124,926 74,518
130,000 130,600 - (130,000)
- 63,164 - (63,164)
145,893 525,893 - (525,893)
41,684 41,684 - (41,684)
- 50,998 - (30,998)
- 425,500 - (425,500}
- 1,006 - (1,600)
390,153 406,956 - (406,956)
150,000 150,000 - (150,000)
857,730 1,795,195 - (1,795,195}
9,473,261 10,918,89% 10,074,770 (844,129}

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND

EXPENDITURES
General government
Mayor and city council
Personnel

Mayors salary

Council salary

Treasurer

FLC.A.

Worker's compensation

Retiremen#/persion
Total Personne!

Operating

Office supplies and priating
Dues and subscriptions
Travel and meetings
Celi phones
Fire department grant
Youth activities grant
Boys & girls club grant
Welcome committee

Total Operating

Capital cutlay

Purchase of land
Total Capital Outlay
Total Mayor And City Council

Admiaistration
Personnel

Administrative officer
Employee services
Cable TV operators
Overtime - employee services
F.LC.A.
Health and life insurance
Worker's compensation
Retirement/pension
Life and 1LTD

Total Personnel

Operating

Computer and IT support
Website and e-mai! services
Legal services
Engineering services
Consulting services
Temporary office support
Advertising expenses
Cable television operation
I-Net operating cost

City newsletter

General lizbility insurance
Auto insurance

Public officials liability and bonding

Equipment maintenance coatracts

(continued)
For The Year Ended June 30, 2017

Yariance with

Final Budget -
Actual Amounts - Positive
Original Budget Final Budget Budgetary Basis {Negative)
7,200 7,200 7,200 -
24,000 24,000 24,600 -
3,000 3,000 3,000 -
2,616 2,616 2,616 -
292 292 80 212
2,868 2,868 2,246 622
39,576 39,976 36,142 834
700 700 46 654
355 355 - 355
20,500 20,500 13,945 6,555
1,200 1,200 987 213
7,000 7,000 7,000 -
10,000 10,000 7,500 2,500
7,500 7,500 1,500 6,000
750 750 - 750
48,005 48,005 30,978 172,027
- 425,500 420,364 5,136
- 425,500 420,364 5,136
87,981 513,481 490,484 22,997
110,000 94,701 92,415 2,286
343,892 343,892 338,276 5,616
6,778 6,778 3,492 3,286
1,000 1,200 507 293
35,356 35,356 32,676 2,680
91,113 91,113 64,214 26,899
3,861 3,861 3,835 26
40,411 31,057 19,180 11,877
4,728 4.728 2,974 1,754
637,139 612,686 557,969 54,717
50,000 55,034 55,034 -
7,000 7,000 5,463 1,537
51,500 51,500 35,728 15,772
5,000 5,000 1,268 3,732
1,000 1,000 - 1,000
16,000 31,000 30,071 929
7,000 7,000 1,596 5,404
55,000 55,000 3,798 51,202
- 10,972 10,972 -
38,000 38,000 27,616 10,384
11,342 12,342 9,582 2,760
4,600 6,100 3,904 196
20,000 21,500 21,181 319
18,000 18,000 12,992 5,008

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES — BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND
(continued)
For The Year Ended June 30, 2017

variance with

Final Budget -
Actual Amounts - Positive g
Original Budpet Final Budget Budgetary Basis {Negative) ’
EXPENDITURES (continued)
Office equipment maintenance contracts 10,800 10,800 2,314 2,486
Building maintenance and repair 71,600 71,000 45,463 25,537
Office equipment maintenance & repair 1,000 1,000 - 1,000
Vehicle operations and maintenance 2,600 2,600 100 2,500
Vehicle gasoline use 2,500 2,500 1,673 827 r
Computer supplies 3,500 3,500 339 3,161
Pantry supplies 4,700 4,700 4,384 316
Office supplies and printing 15,000 15,000 11,189 3,811
Janitorial supplies G,500 9,500 5,745 3,755
Dues and subscriptions 15,500 15,500 i1,608 3,892
Employee training 7,000 7,600 32 6,968 ;
Travel and meetings 6,000 6,000 4,604 1,396
Empioyee gifts-special occasions 1,500 1,500 567 933
Telephones 7,060 14,060 12,966 1,004
Cell phones 5,000 5,000 2,565 2,435
Utility - electricity 29,000 30,310 30,310 -
Utility - natural gas 10,000 10,000 8,122 1,878
Utility - water 7,000 7,016 7,016 -
Postage meter and couriet services 5,000 5,000 2,608 2,392
Upkeep of Hanko Municipal Center buiiding 19,303 19,303 12,536 6,767
Election 17,000 17,000 9,602 7,398
Community promotion 21,000 21,000 19,148 1,852
Ordinance recodification 6,500 6,500 4,394 2,106
Miscellaneous 10,500 10,500 2,453 8,047
Total Operating 572,405 615,737 426,943 188,794
Capital cutlay
Fumniture & fixtures 2,500 2,511 2,511 -
Computers and office equipment 5,000 5,000 2,790 2,210
Building maintenance equipment 5,000 5,000 - 5,000
Website 30,000 30,000 12,728 17,212 :
Cable TV equipment grazt 50,000 50,000 9,133 40,867 , f
Total Capital Qutlay 92,500 92,511 27,162 65,349
Total Administration 1,302,044 1,320,934 1,012,074 308,860
Economic development
Personnel
Employee services 55,000 22,754 18,054 4,700
FILC.A. ) 3,940 1,940 1,381 559
Hezlth and life insurance 16,643 16,643 - 16,643
Worker's compensation 1,232 1,232 - 1,232
Retirement/pension 4,265 4,265 - 4,265
Life and LTD 510 510 77 433
Totat Personnel 81,590 47,344 19,512 27,832
Operating -
Consulting services (contracted services) 3,00G 3,000 1,500 1,500
Advertising {marketing and promotion) 15,000 15,000 6,080 8,920
Employee training (professional development) 4,000 4,000 1,154 2,846
Travel and meetings 9,000 9,000 1,436 7,564
Community promotion 11,500 11,500 5,200 6,300
Total Operating 42,500 42,500 15,370 27,130

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES — BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND

-y EXPENDITURES (continued}
Capitatl outlay
Banners
Total Capital Qutiay
Totat Economic Development
Human resources
Personnel
Employee assistance program
Flexible spending account
Education reimbursements
Total Personnel
Operating
Advertising
i Office supplies and printing
. Dues & subscriptions
bt Employee training
Travel & meetings
s Employee gifts/special occasions
L Pre-employment screenings
Lo Post employment screenings
Wellness programs
Total Operating
Capital outlay
Software
Compensation study
Total Capital Outlay
Total Human Resources
Financiai administration
Personnet
Employee services
Overtime - employee services
FILC.A.
- Health and life insurance
Worker's compensation
l Retirement/pension
Life and LTD
; Total Personnel
Operating
Auditing service
Computer support
Computer supplies
Office supplies and printing
Dues and subscriptions
Employee training
Travel and meetings
Credit card service fees
Bank service fees
Miscellaneous
Total Operating

(continued)
For The Year Ended June 30, 2017

Vartance with

Final Budget -
Actual Amounts - Positive
Original Budget Final Budget Budgetary Basis (Negative)
30,000 30,060 12,959 17,041
30,000 30,000 12,959 17,041
154,090 119,844 47,841 72,003
5,500 5,500 5,497 3
1,075 1,159 1,159 -
10,000 10,000 3,490 4,510
16,575 16,659 12,146 4,513
2,500 14,500 13,270 1,230
750 750 603 147
750 750 348 402
4,000 4,000 . 337 3,663
750 750 492 258
13,000 15,500 15,025 475
1,308 1,308 393 915
4,380 4,380 3,583 797
4,850 4,850 4,580 270
32,288 46,788 38,631 8,157
3,600 3,600 - 3,600
32,000 32,000 20,440 11,560
35,600 35,600 20,440 13,1560
84,463 99,047 71,217 27,830
181,690 181,690 181,245 445
1,000 1,000 - 1,000
13,899 13,899 13,163 736
34,235 34,235 33,707 528
432 439 439 -
14,964 14,964 12,245 2,719
1,750 1,750 1,740 10
247970 247,977 242,539 5,438
20,000 21,341 21,341 -
1,000 11,000 10,764 236
962 962 - 962
3,000 4,561 4,561 -
900 900 559 341
4,000 4,000 3,335 665
2,500 2,500 814 1,686
2,000 2,000 1,567 493
- 1,125 1,125 -
583 - - -
34,945 48,389 44,006 4,383

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies

and notes to financial statements.

30



CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES — BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND
(continued)
For The Year Ended June 30, 2617

Yariance with
Final Budget -
Actual Amounts - Posifive
Original Budget Final Budget Budgetary Basis (Negative)
EXPENDITURES (continued)
Capital outlay
Fumiture & fixtures 1,000 1,102 1,102 -
Computers 1,000 1,000 809 191
Software 58,000 47,029 27,888 19,141
Total Capital Outlay 60,000 49,131 26,799 19,332 4
Total Financial Administration 342,915 345,497 316,344 29,153 !
Total General Government 1,971,493 2,398,803 1,837,960 460,843 ;
Public health code enforcement
Code enforcement
Personnel
Employee services 273,557 273,557 234,921 38,636 :
Overtime 1,500 1,500 303 1,197
FLC.A. 20,912 20,912 17,268 3,644 .
Health and iife insurance 51,843 55,066 55,065 1 :
Worker's compensation 8,045 8,045 6,918 1,127
Retirement/pension 17,063 17,063 13,163 3,900
Life and LTD 2,716 2,716 2,448 268
Total Personnel 375,636 378,859 330,086 48,7173
Operating
Property clean-up 22,000 22,000 6,442 15,558
Vehicle operatiors and maintenance 4,600 4,130 4,130 -
Vehicie gasoline use 13,000 13,000 2,282 10,718 .
Insect and mosquito control 1,600 1,600 971 629
Computer supplies 500 500 - 500
Office supplies and printing 5,000 6,255 6,255 -
Fieid supplies 1,400 1,400 757 643
Signs, notices and permits 700 700 - 700 i
Dues and subscriptions 700 700 260 440 L
Employee training 2,500 2,500 188 2,312
Travel and meetings 1,400 1,400 - 1,400 P
Uniforms 1,300 1,300 1,072 228 b
Cell phones 4,000 4,000 3,636 364 i
Miscellaneous 500 500 99 401
Total Operating 58,600 59,985 26,092 33,803
Capital outlay
Computers 1,500 1,500 - 1,500
Code enforcement software 4,000 4,033 4,033 -
Total Capital Outlay 5,500 5,533 4,033 1,500
Fotal Public Health Code Enforcement 439,736 444,377 360,211 84,166 Pl
Public safety police services
Police administration :
Personnel
Police Chief 92,359 97,169 97,169 -
Employee services 303,354 303,354 300,911 2,443
Overtime - employee services 5,000 5,000 2,063 2,937
FIL.CA. 30,196 30,196 29,089 1,107
Health ang life insurance 87,873 87,873 35,242 2,631 |
Worker's compensation 18,938 19,267 19,267 - [
Retirement/pension 32,274 32,274 26,417 5,857 L
Life and LTD 3,679 3,756 3,756 -
Total Personne! 573,673 578,889 563,914 14,975

|
;

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
) STATEMENT OF REVENUES AND EXPENDITURES — BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) — GENERAL FUND
(continued)

For The Year Ended June 30, 2017
Yariance with
Final Budget -
Actual Amounts - Paositive
Original Budget Final Budget Budgetary Basis {Nepative)
EXPENDITURES (continued)
Operating
General liability insurance 35,000 35,600 33,024 1,976
Auto insurance 24,000 24,000 21,0835 2,913
Building maintenance and repaiz 10,000 3,499 3,296 203
Office equipment maintenance and repair 2,500 2,500 1,963 4 535
Vehicle operation and maintenance 43,000 33,504 32,523 981
Vehicle gasoline use 60,000 60,000 51,083 8,917
Computer supplies 2,600 2,103 2,103 -
Pantry supplies 3,000 3,000 2,134 266
Office suppfies and printing 8,000 8,000 7,892 108
Dues and subseriptions 2,000 9,316 9,006 310
Employee training 4,000 4,000 1,75} 2,249
Travel and meetings 4,000 8,732 8,732 -
Pre-employment and menta} wellness 8,600 8,660 6,642 1,958
Uniforms 30,000 30,000 25,250 4,750
Telephones 7,800 7,800 - 7.800
Cell phones 34,000 34,000 22,205 11,795
Courier services 2,000 2,000 631 1,369
Community promotion 15,000 15,000 12,679 2,321
Neighborhood watch 2,000 2,000 - 2,000
Vehicle control fine - service fees 30,000 35,716 35,716 -
Red light camera service fees - 365,375 359,902 5,473
Miscellaneous 5,000 3,000 1,529 3,471
Total Operating 331,900 699,145 639,148 59,997
Capital outlay
Furniture and fixtures 2,500 2,500 1,588 912
Computers 5,000 5,000 4,602 398
Body camera - 1,202 802 400
Live scan finger print system - 1,904 1,903 1
Highway message trailer - 4,175 4,175 -
Total Capital Outlay 7,500 14,781 13,070 1,711
Total Police Administration 013,073 1,292,815 1,216,132 76,683
Police speed cameras
1 Personnel
; Emplovee services 48,4258 50,116 30,116 -
Overtime - speed camera police officers - 6,472 6,384 88
FILCA. 3,666 4,559 4,387 172
Health and life insurance 17,304 20,638 20,638 -
Worker's compensation 3,912 3,965 3,965 -
----- Retirement/pension 3,969 3,969 3,283 686
Life and LTD 449 510 510 -
Total Personnel 71,815 90,229 89,283 o246
Operating
B Computer IT support 2,500 2,774 2,774 -
Legal services 5,000 4,377 1,661 2,716
. Field supplies 1,000 1,000 760 240
Speed camera vendor fee 101,250 142,984 140.730 2,254
. Total Operating 109,750 151,135 145,925 5,210

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND

EXPENDITURES (continued}
Capital outlay
Phasers
Total Capital Cutlay
Total Police Speed Cameras
Police patrol
Personnel
Employee services
Employee services - state grant
Overtime - police officers
School bus grantMDGOCCP
MDD highway safety grant
FICA.
Health and life insurance
Worker's compensation
Retirement/pension
Life and LTD
Total Personnel
Operating
Field suppiies
Small equipment
Weapons
Employee training
Miscellaneous
Total Operating
Capital outlay
Vehicle
Vehicle equipment
Mobile surveillance trailer
Total Capital Qutlay
Total Police Patrol

Parking & animal control enforcement

Personznel
Employee services
Overtime
FICA.
Health and life insurance
Worker's compensation
Retirement/pension
Lifeand LTD
Total Personnel
Operating
Field supplies
Total Operating

Total Parking & Animal Control Enforcement
Total Public Safety Police Services

{continued)
For The Year Ended June 30, 2017

Yariance with

These financial statements should be read only in connection with
the accomparnying summary of significant accounting policies
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and notes to financial statements.

Final Budget -
Actual Amounts - Positive
Original Budget Final Budget Budgetary Basis (Negative)

- 4,260 4,260 -

- 4,260 4,260 -

187,565 245,624 239,468 6,156
847,465 847,465 838,724 8,741
44412 48,230 48,229 1
70,000 70,000 51,232 18,768
- 4,000 3,900 100

- 3,466 3,466 -

73,125 73,125 70,122 3,003
184,392 184,392 169,650 14,742
71,990 75,217 75,217 -
73,033 73,033 57,056 15,977
8,555 8,848 8,848 -
1,372,972 1,387,776 1,326,444 61,332
10,000 9,453 9,453 -
8,000 8,000 7,579 421
10,000 10,000 7,445 2,555
20,000 20,000 13,824 6,176
5,000 5,073 5,073 -
53,000 52,526 43,374 8,152

- 101,643 101,643 -

- 13,446 13,446 -

- 25,812 25,912 -

- 141,001 141,00} -
1,425,972 1,581,303 1,510,819 70,484
131,536 132,085 132,085 -

2,000 2,000 507 1,493
10,407 10,407 9,481 926
33,205 33,205 32,807 398
10,656 10,656 4,665 5,9%1
10,810 10,810 8,989 1,821

1,273 1,386 1,356 -

195,887 200,559 189,930 10,629
4,000 4,000 2,644 1,356
4,000 4,060 2,644 1,356
203,887 204,559 192,574 11,985
2,730,497 3,324,301 3,158,993 165,308




CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND
(continued)

For The Year Ended June 30, 2017
Variance with
Final Budget -
Actual Amounts - Positive
Original Budget Final Budget Budgetary Basis (Negative)
EXPENDITURES (confinued)
Public works
Public works administration
Personnel
P.W. Director 86,553 86,553 86,237 316
Employee services 365,537 324,931 319,744 5,187
Overtime 5,120 5,120 2,795 2,325
F.ILC.A. 34,747 34,747 29,671 5,076
Heaith and life insurance 105,112 105,112 100,910 4202
Worker's compensation 12,359 12,359 11,662 697
Retirement/pension 36,305 36,305 27,626 8,679
Life and LTD 4,324 4,598 4,598 -
Unemployment - 2,170 2,170 -
Total Personnel 650,057 611,895 585,413 26,482
Operating
General lizbility insurance 11,000 11,327 11,327 -
Aute insurance 25,000 28,001 28,001 -
Equipment maintenance contracts 18,500 18,500 8,510 9,990
Preventive vehicle repair and maintenance 30,000 31,580 31,580 -
Building maintenance and repair 17,500 19,614 19,614 -
Office equipment maintenance and repair 2,500 2,500 1,550 950
Vehicle operations and maintenance . 110,000 124,560 124,560 -
Vehicle gasoline use 95,000 62,455 57,267 5,188
: Computer supplies 2,000 2,000 1,838 162
Pantry supplies 3,600 3,482 3,482 -
Office supplies and printing 7,000 7,000 4,363 2,637
Janitorial supplies 5,000 5,000 4,923 77
Safety suppiies 2,500 2,500 2,431 69
Dues and subscriptions 1,500 1,560 587 913
Employee training 5,000 5,000 1,33¢ 3,670
Travel and meetings 2,500 3,500 2,687 813
Empioyee substance testing and physical 2,000 2,000 405 1,595
Employee gifis/spec occasions 3,000 3,011 3,011 -
Uniforms - 30,000 30,000 27,283 2,717
Telephones 2,000 2,700 2,688 12
Cel] phones 6,500 6,500 2,212 4,288
Utility - electricity 14,000 17,210 17,210 -
Utility - natural gas 10,000 10,000 8,782 1,218
Utility - water 5,500 12,786 12,786 -
Miscelianeous i,750 1,750 1,201 549
Total Operating 412,750 414,476 379,628 34,848
Capital outlay
Fuel pump 12,578 12,578 - 12,578
Software 4,200 4,200 70 4,130
Total Capital Outlay 16,778 16,778 70 16,708
Total Public Works administration 1,079,585 1,043,149 965,111 78,038

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND
(continued)
For The Year Ended June 3@, 2017
Variance with
Final Budget -
Actual Amounts - Positive
Original Budget Final Budget Budgetary Basis (Negative)
EXPENDITURES (continued)
Highways
Personnel
Employee services 194,152 193,789 157,841 35,948
QOvertime 3,000 3,000 1,089 1,911
Snow removal Overtime 20,000 20,000 5,394 4,600
FIC.A. 16,536 16,536 11,750 4,786
Health and life insurance 60,733 60,733 59,412 1,321
Worker's compensation 5,372 5,597 5,597 -
Retirement/pension 13,011 13,011 10,884 2,127
Life and LTD 1,531 1,675 1,675 -
Total Personnel 314,335 314,341 253,642 60,699
Operating
Engineering services 5,000 - - -
Landfill fees 5,500 5,683 5,683 -
Street lighting 106,000 100,000 92,624 7,376
Street light improvements 5,000 5,000 - 5,000
Small operating equipment and paris 1,000 1,00C 184 816
Equipment rental 1,000 1,000 198 802
Traffic safciy supplies 5,000 5,000 4,579 421
Street & storm drain maintenance materials 8,500 8,500 5,265 3,235
Snow removai supplies 15,000 15,000 7,335 7,665
Small teols 500 534 534 -
Shared street sweeper 25,000 25,000 18,633 6,367
Total Operating 178,500 166,717 135,035 31,682 '
Capital outiay
Dump truck 150,000 150,000 147,595 2,405 -
Street repairs 350,000 730,000 488,227 241,773 ;
Sidewalk repairs 100,000 100,000 100,000 - ;
Total Capital Qutlay 600,000 980,000 735,822 244,178
Total Highways 1,085,835 1,461,058 1,124,499 336,559
Sanitation
Personnel
Employee services 395,094 395,094 364,917 30,177
Overtime 3,117 3,117 1,248 1,869
F.LCA. 30,387 30,387 27,514 2,873
Health and life insurance 125,968 125,968 116,008 870 1
Worker's compensation 13,474 15,409 15,409 -
Retirement/pension 34,858 34,858 28,978 5,880
Life and LTD 3,896 3,896 3,542 354
Total Personnel 606,794 608,729 557,706 51,023
Operating
Refuse collection contract 130,000 136,834 136,234 -
Recycling contract 74,880 79,488 79,488 -
Landfill fees - County 200,000 200,000 181,269 18,731
Compose fees 17,500 17,500 6,064 11,436
Equipment rental 500 500 - 500
Sanitation supplies 5,000 5,000 459 4,541
Miscellaneous 1,000 1,000 142 858
Total Operating 428,880 440,322 404,256 36,066
Total Sanitation 1,035,674 1,049,051 961,962 87,089
These financial statements should be read only in connection with
the accompanying summary of significant accounting policies
and notes to financial statements.
35 -




CITY OF NEW CARROLLTON, MARYLAND
STATEMENT OF REVENUES AND EXPENDITURES —~ BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS) - GENERAL FUND

For The Year Ended June 30, 2017

EXPENDITURES (continued)
Parks and recreation
Personnel
Employee services
Overtime
FILCA.
Health and life insurance
Worker's compensation
Retirement/pension
Life and LTD
Total Personnel
Operating
Temporary labor support
Park contractual
Playground equipment maintenance
Equipment rental
Operating equipment repair and mainienance
Small tools
Parks, fieids and tree maintenance
Curb trees
Community garden
Total Operating
Capital outlay
Bicentennial retention wall
Beckett field
Frenchman's creek
Total Capital Qutlay
Total Parks And Recreation
‘Weinbach scholarship
Debt service - principal & interest
Streer work & bridge principal
Street work principat FY 2012
Street work interest
Street work interest FY 2012
Vehicle loan principal FY 2012
Vehicle loan interest FY 2012
Total Debt Service - Principal & Interest
Miscellaneous
Contingency reserve
Operating reserve
Total Miscellaneous
TOTAL EXPENDITURES
EXCESS OF REVENUES
OVER EXPENDITURES

(continued)

Yariance with

Final Bodget -
Actual Amounts - Positive
Original Budget Final Budget Budgetary Basis {Negative)
330,394 330,354 312,717 17,677
2,708 2,708 1,278 1,430
25,406 25,406 22,708 2,698
93,749 93,749 87,069 6,680
11,263 11,693 11,693 -
27,279 27,279 22,762 4,517
3,098 3,167 3,167 -
493,897 494,396 461,394 33,002
- 20,373 20,373 -
16,500 19,938 19,938 -
4,500 4,500 39 4,461
9,000 9,000 8,431 569
6,000 6,000 2,610 3,390
2,600 6,337 6,337 -
30,000 30,000 25,364 4,636
10,000 10,600 730 9,270
2,500 3,85¢ 3,859 -
80,500 110,007 87,681 22,326
- 36,710 36,710 -
14,000 14,000 11,160 2,840
25,000 25,000 - 25,000
39,000 75,710 47,870 27,840
613,397 680,113 396,945 83,168
2,000 3,600 3,000 -
85,000 85,000 85,000 -
76,166 76,166 76,163 3
13,419 13,419 13,419 -
35,607 35,610 35,610 -
24,723 24,723 24,723 -
129 129 129 -
235,044 235,047 235,044 3
130,000 130,000 - 130,000
150,000 156,000 - 150,000
280,000 260,000 - 280,000
9,473,261 10,918,895 5,343,725 1,575,174
3 - 5 - 3 731,045 3 {731,045)

These financial statements should be read only in connection with
the accompanying summary of significant accounting policies

and notes to financial statements.
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CITY OF NEW CARROLLTON, MARYLAND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For The Year Ended June 30, 2017

The accounting policies of the City conform to accounting principles generally accepted in the
United States of America (GAAP) as applicable to local governments. A summary of significant
accounting policies followed by the City are presented below.

REPORTING ENTITY

The City of New Carrollton, Maryland (the City) was incorporated in April 11, 1953 with its legal
authority derived from Chapter 310, Section 2 of the Annotated Code of Maryland. The City is to be
construed to mean both the City and its inhabitants. The City operates under the Council-Mayor
form of government. Services provided include sanitation, highway and streets, parks and
recreation, police, and planning and zoning.

For financial reporting purposes, in conformance with accounting principles generally accepted in
the United States of America, the reporting entity includes the Mayor and City Council and the
primary government.

The City has no component units as defined by generally accepted accounting principles.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Governmental activities are those which are supported by taxes and intergovernmental revenues,
whereas business-type activities are those supported through customer service charges. The City
does not have any business-type activities.

The Statement of Activities presents a comparison between direct expenses and program revenues
for each function of the City’s governmental activities. Direct expenses are those specifically
associated with a program or function. Program revenues include charges for services and grants
and contributions restricted to the capital or operational requirements of specific programs or
functions. Revenues that are not classified as program revenues, such as taxes, are reported as
general revenues.
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CITY OF NEW CARROLLTON, MARYLAND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For The Year Ended June 30, 2017

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The accounting and financial reporting is determined by its measurement focus. Government-wide
financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of the related cash flow. Property taxes are recognized in the
year of levy and grants are recognized when all eligibility requirements are met.

Governmental fund statements are presented using the current financial resources measurement
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual (i.e., when they become both measurable and
available). Measurable means the amount of the transaction that can be determined and available
means collected within 60 days of the year-end. Expenditures are recorded when the related liability
is incurred as in the accrual basis of accounting. However, principal and interest on long-term debt
and expenditures for compensated absences are recorded when the payments are due.

Those revenues susceptible to accrual are property taxes, taxes collected by the State and County on
behalf of the City, franchise taxes, revenues from other agencies, interest revenue, and charges for
services. Fines and forfeitures, licenses, permits, penalties and interest (on property taxes), and
other revenues become measurable and available when cash is received by the City and are
recognized as revenue at that time.

The City has one major governmental fund, the General Fund. It is used to account for all activities
of the government not accounted for in another fund. The general fund accounts for the normal
recurring activities of the City such as police, public works, parks and recreation, general
government, etc. These activities are financed primarily by property taxes, other taxes, service
charges, and grants from other governmental units.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.
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CITY OF NEW CARROLLTON, MARYLAND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For The Year Ended June 30, 2017

ASSETS, LIABILITIES, DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES,NET
POSITION AND FUND BALANCES

Cash, cash equivalents, and investments

Cash and cash equivalents include amounts in demand deposits as well as short-term investments
with a maturity date within 3 months. Cash deposits of the City are made in accordance with the
Annotated Code of Maryland (the Code), which requires depositories to give security in the form of
collateral as provided for in the Code, for the safekeeping of these deposits.

Excess funds are also permitted to be invested either in bonds or other obligations for the payment of
principal and interest of which the full faith and credit of the United States of America are pledged,
obligations of Federal government agencies issued pursuant to acts of Congress, or in the local
government investment pool created by the State of Maryland.

Property taxes

Property taxes are reported at their estimated collectible value. The following summarizes the
property tax calendar:

Real Personal and
Property Corporate
Assessment roll validated Dec. 31 Jan. 1
Tax rate ordinance approved June 30 June 30
Beginning of fiscal year for which taxes have been levied July 1 July 1
Tax bills rendered and due July 1 On County bill
Owner-occupied residential July 1 & Jan. 1 July 1 & Jan. 1
Property taxes payable
Delinquent Oct. 1, Feb. 1 After 30 days
Terms 60 days 30 days
Delinquent interest 18% 18%
Tax rates constant yield $.6652 per $100 $1.00 per $100

Information presented is for “full year” levy. “Half year” levy dates are each 6 months later, and
relate to new construction in the first six months of the calendar year. A lien is attached to property
on the billing date, becomes delinquent October 1 and is sold at tax sale by the end of 18 months.

Allowances for uncollectible accounts are maintained on all types of receivables that historically
experience bad debt. Receivables are shown net of such an allowance for uncollectible. Real
property taxes are generally fully collectible.

Restricted assets

Donations for scholarships received from external parties are restricted for the payment of
scholarships to eligible students, and are held in a separate cash account until disbursement.
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CITY OF NEW CARROLLTON, MARYI.AND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For The Year Ended June 30, 2017

ASSETS, LIABILITIES, DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES, NET
POSITION AND FUND BALANCES (continued)

Capital assets

Capital assets, which include property, plant and equipment, and infrastructure such as roads, storm
drains and pipe systems, are reported in the government-wide financial statements. The City detines
capital assets as those which individually have an acquisition cost or donated value of at least $2,500
and an estimated useful life of three years or more. Such assets are valued at historical or estimated
historical cost if actual is not available. Donated assets are stated at their acquisition value at the
date of donation. The cost of normal maintenance and repairs that do not add value or extend asset
lives are not capitalized.

Expenditures for major assets and improvements are capitalized as the assets are acquired or
constructed. Interest on debt during the construction period is capitalized. Exhaustible capital assets
are depreciated, which is charged as an expense against their operations.

Accumulated depreciation is reported in the Statement of Net Position. Depreciation has been
provided over the estimated useful lives using the straight-line method. Estimated useful lives are as
follows:

Buildings 20 - 40 years
Improvements other than buildings 10 - 15 years
Streets and infrastructure 40 - 50 years
Equipment 4 - 10 years
Computer software 5 -7 years

Deferred outflows of resources

A deferred outflow of resources represents a consumption of net position that applies to a future
period and so will be recognized as an outflow of resources (expense/expenditure) until then.

Long-term obligations

In the government-wide financial statements long-term debt and other long-term obligations are
reported as liabilities in the Statement of Net Position. In the governmental fund financial
statements, the face amount of newly issued debt is reported as other financing sources and the
amount of principal repayment is reported as an expenditure.

Compensated absences

Vested or accumulated vacation is accrued when earned by employees and a liability 1s recorded in
the government-wide financial statements. No liability is recorded for nonvesting accumulated
rights to receive sick pay benefits, as the City does not pay these amounts when employees separate
from service.
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CITY OF NEW CARROLLTON, MARYLAND
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
For The Year Ended June 30, 2017

ASSETS, LIABILITIES, DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES, NET
POSITION AND FUND BALANCES (continued)

Compensated absences (continued)

The City pays all outstanding vacation leave at separation. A liability for vacation pay is recorded in
the governmental fund financial statements only if it has matured (i.e., unused reimbursable leave
still outstanding following an employee’s resignation or retirement).

Deferred inflows of resources

A deferred inflow of resources represents an acquisition of net position that applies to a future period
and so will be recognized as an inflow of resources (revenue) until then.

Net position

The government-wide financial statements utilize a net position presentation. Net position 1s
categorized as net investment in capital assets, restricted, and unrestricted.

o Net investment in capital assets - This category groups all capital assets including
infrastructure into one component of net position. Accumulated depreciation and the
outstanding balances of debt that are attributed to the acquisition, construction or
improvement of these assets reduce the balance in this category.

o Restricted net position - This category presents external restrictions imposed by creditors,
grantors or laws and regulations of other governments.

e Unrestricted net position - This category presents the net position of the City not included
elsewhere.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first and then unrestricted resources as needed. '

Fund balance

In the fund financial statements, governmental funds report fund balances in classifications that
comprise a hierarchy based primarily on the extent to which the City is bound to honor constraints
on the specific purposes for which amounts in those funds can be spent.

o The nonspendable fund balance classification includes amounts that cannot be spent because
they are either (a) not in spendable form or (b) legally or contractually required to be
maintained intact.

o Restricted fund balance are amounts that are restricted to specific purposes when the
constraints are externally imposed by creditors, grantors, contributors or laws or regulations
of other governments; or imposed by the City Charter, City Code or enabling legislation.
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ASSETS, LIABILITIES, DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES,NET
POSITION AND FUND BALANCES (continued)

e Amounts that can only be used for specific purposes pursuant to constraints imposed by
formal action (ordinance) of the City’s Council, the decision-making authority, are to be
reported as committed fund balance.

e Amounts that are constrained by the City’s intent to be used for specific purposes, but
neither restricted nor committed, are to be reported as assigned fund balance pursuant to the
City Charter. The City’s Council and the City Administrator are authorized to assign
amounts for specific purposes.

o Unassigned fund balance is the residual classification for the general fund. The general fund
is the only fund that reports a positive unassigned fund balance amount.

The City considers restricted fund balances to be spent for governmental expenditures first when
both restricted and unrestricted resources are available. The City also considers committed fund
balances to be spent first, assigned fund balances to be spent second and unassigned fund balances to
be spent last when other unrestricted fund balance classifications are available for use.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary information
The City follows these procedures in establishing the budgetary data reflected in the financial

statements:

I. Prior to July 1, the budget is legally enacted through passage of an ordinance. The budget
ordinance becomes effective July 1 and provides spending authority for the operations of the
City government.

2. Subsequent to passage of the budget ordinance, the City Council may approve supplemental

expenditures. Management may not make adjustments or transfers within the budget without

approval of the City Council.

At the end of the fiscal year, unencumbered appropriations lapse.

4. The budget for the General Fund is adopted on a basis consistent with budget estimates.
Budgetary control is maintained at the line-item level.

5. The budget information presented in the accompanying financial statements includes all budget
ordinances and amendments as approved by the Mayor and City Council for the fiscal year
ending June 30, 2017.

LR

Reconciliation of budgetary basis and GAAP basis

Actual results of operations are presented in the Statement of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Actual - General Fund on the non-GAAP budgetary basis of
accounting in order to provide a meaningful comparison of actual results with budget estimates. The
budget includes budgeted amounts for prior year surplus and a contingency as a revenue source.
There are no reconciling items between the budgetary basis and GA AP basis for actual revenues or
actual expenditures for the year ended June 30, 2017.
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NOTE 1 - CASH AND CASH EQUIVALENTS

Deposits

Custodial risk, in the case of deposits, is the risk that in the event of a bank failure, the City’s
exposed balance may not be returned fo it. At year-end, the carrying amount of the City deposits
(including cash on hand of $500) was $1,007,843 and the bank balance was $1,204,827. As of June
30, 2017, all of the City’s deposits were either covered by federal depository insurance or were
covered by collateral held by the City’s agent in the City’s name.

Investments

At June 30, 2017, the City’s investment balances were as follows:
Investment Maturities {in Year)

Credit Fair Less More
Rating Value Than 1 1-5 Than 5
Maryland Local
Government Investment Pool AAAm $ 6,664,479 % 6,664,479 % - 5 -
Certificate of Deposit Not Rated 3,069,197 800,246 2,268,951 - ]
Total Investments $ 9,733,676 § 7,464,725 $ 2268951 $§ -

Reconciliation of cash and temporary investments as shown on the Statement of Net Position:

Carrying amount of deposits & 1,007,643
Carrying amount of temporary investments 9,733,676
Carrying amount of restricted deposits 40,034 [
Total Cash And Temporary Investments Per Statement Of Net Position $ 10,781,553
Investment Rate Risk

Fair value fluctuates with interest rates, and increasing interest rates could cause fair value to decline
below original cost. To limit the City’s exposure to fair value losses arising from increasing interest -
rates, the City’s investment policy limits the term of investment maturities up to five years in order

to remain sufficiently liquid to enable the City to meet all operating requirements, which might be

reasonably anticipated, City management believes the liquidity in the portfolio is adequate to meet

cash flow requirements and to preclude the City from having to sell investments below original cost

for that purpose. The investments at June 30, 2017, met the City investment policy as of that date.

Investment income amounted to $47,413 for the year ended June 30, 2017.

Credit Risk

The City of New Carrollton’s investment policy does not specifically address credit risk. The City
permits investments in the following types of investments as authorized by the State of Maryland:
direct U.S. obligations, U.S. agency obligations, repurchase agreements, bankers’ acceptances,
municipal securities, commercial paper, money market mutual funds, and the MLGIP. The MLGIP
was established in 1982 under Article 95 Section 220 of the Annotated Code of Maryland and is !
under the admimstration of the State Treasurer. It is rated AAAm by Standard & Poor’s, their ?
highest rating for money market mutual funds. The MLGIP seeks to maintain a constant value of
$1.00 per unit. Unit value is computed using the amortized cost method. In addition, the net asset
value of the pool, marked to market, is calculated and maintained on a weekly basis to ensure a -
$1.00 per unit constant value.
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NOTE 1 - CASH AND TEMPORARY INVESTMENTS (continued)

Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of failure
of the counterparty, the City will not be able to recover all or a portion of the value of its
investments or collateral securities that are in the possession of an outside party. The investments of
the City were not exposed to custodial credit risk at June 30, 2017.

Fair Value Measurements: The City categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in
active markets for identical assets; Level 2 inputs are other than quoted market prices that are
observable either directly or indirectly; Level 3 inputs are significant unobservable inputs.

The City has the following recurring fair value measurements as of June 30, 2017:

o Bank certificates of deposits of approximately $3.1 million are valued using quoted market
prices (Level 2 inputs).

¢ Local government investment trust of approximately $6.7 million which is measured at net
asset value. These investments have no unfunded commitments and have no significant
restrictions on redemption timing or notice period.

NOTE 2 - RECEIVABLES

Receivables as of year-end for the government’s funds in the aggregate, including applicable
allowances for uncollectible accounts, are as follows:

Governmental Activities

Taxes - property 5 206,067
Accounts receivables - other 244 707
Net Receivables 3 450.774

NOTE 3 - DUE FROM OTHER GOVERNMENTS
At June 30, 2017, the balance due from other governments consisted of the following:

State of Marvland

Income tax A 127,434

Income tax reserve 190,816

Highway user tax 15,877

State Aid for Police Protection 49,634

Other 6,621
Federal Government

COPS hiring program grant 7,356
Prince George's County

Real property tax 5,386

Hotel motel tax 47,920
Total $ 451.044
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NOTE 4 -UNAVAILABLE AND UNEARNED REVENUE

Governmental funds report advanced revenue in connection to receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received but not eamed. At
the end of the fiscal year, the unavailable revenue and unearned revenue reported in the
governmenta) funds were as follows:

Unavailable Unearned Total
Income taxes $ 190,816 $ - $ 190,816
Property taxes 244,095 - 244,095
Fees 291,655 291,655

5 434,911 $ 291,655 5 726,566

NOTE 5 - CAPITAL ASSETS

The following is a summary of governmental capital asset activity for the year ended June 30,2017:

Balance at Balance at
June 30, Deletions/ June 30,
2016 Additions Adjustments 2017
Capital assets (not being depreciated
or amortized)
Land § 760,825 8 420,364 § - $ 1,181,189
Capital assets (being depreciated or amortized)
Building 3,040,145 - - 3,040,145
Improvements other than buildings 425,237 40,885 - 466,122
Streets and infrastructure 1,767,485 - - 1,767,485
Equipment 4,784,997 295,084 87,009 4,993,072
Computer software 122,940 - - 122,940
Total Capital Assets (Being Depreciated _
Or Amortized) 10,140,804 335,969 87,009 10,389,764
Less - accumulated depreciation or
amortization for
Buildings 1,687,438 74,423 - 1,761,861
Improvements other than buildings 307,142 17,687 - 324,829
Streets and infrastructure 429,214 44,187 - 473,401
Equipment 3,115,036 314,831 86,109 3,343,758
Computer software 97,381 8,135 - 105,516
Total Accumulated Depreciation Or
Amortization 5,636,211 459,263 86,109 6,009,365
Total Governmental Activities
Capital Assets, Net $ 5,265,418 $ 297,070 § 900 § 5,561,588
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NOTE 5 — CAPITAL ASSETS (continued}

Depreciation expense was charged to functions/programs in governmental activities as follows:

General government R 75,569
_______ Public works 61,740
Public health 4,775

Public safety 105,757

Highway and streets 108,807

Sanitation 66,369

Parks and recreation 36,246

$ 459,263

NOTE 6 - LONG-TERM DEBT

The following is a summary of changes in the City’s governmental long-term liabilities for the year

ended June 30, 2017:
Principal Due

Beginning Repayments Ending Within

""" Balance Additions & Reductions Balance One Year
Governmental activities

(General obligation bonds § 1,985,643 b - £ 161,168 $ 1824475 % 164,108

Loans payable 24,723 - 24,723 - -

Net pension liability 2,584,686 171,374 - 2,756,060 -
Compensated absences 214,520 165,360 180,876 199,004 160,080

Governmental Activities
Long-Term Liabilities $ 4,809,572 $ 336,734 § 366,767 3 4,779,539 $ 324,188

Bonds payable

The City of New Carrollton adopted a resolution on January 26, 2006 providing for the issnance and
sale of $1,000,000 aggregate par amount of bonds known as “Infrastructure Bond, 2005 Series A.”
The bond is issued in connection with the Infrastructure Financing Program of the Community
Development Administration, an agency in the Division of Development Finance of the Department
of Housing and Community Development, for the purpose of providing a portion of the funds
necessary for bridge repairs and street improvements. Interest is paid semiannually and principal is
paid annually. The full faith and credit of the City 1s pledged to the payment of principal and
interest.
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NOTE 6 —- LONG-TERM DEBT (continued)
Bonds payable (continued)

The term of the bonds is twenty (20) years, with maturity expected to occur on May 1, 2025. The
interest rate was 4.2%. The City of New Carrollton passed an ordinance to refinance this bond
agreement with the Community Development Administration for the sum of the outstanding
principal due on the bond of $598,500. The payment terms remain the same, the interest rate was
lowered to a current rate of 2.3%. The rate of interest on the Loan will be determined by CDA in its
sole discretion based in substantial part upon the rate of interest on the CDA Bonds. It is presently
estimated that the aggregate rate or rates of interest for a total interest cost (expressed as a yield) will
not exceed 2.8%. The term of the loan was reduced to seven (7) years and will mature on June 1,
2022.

The City of New Carrollton adopted a resolution on February 135, 2012 providing for the issuance
and sale of $1,750,000 aggregate par amount of bonds known as “City of New Carrollton Public
Improvements Bond, 2012-1”. The bond is issued for the public purpose of funding the continuation
of the City Roads Program. Principal and interest are paid monthly. The full faith and credit of the
City is pledged to the payment of principal and interest. The term of the bonds is twenty (20) years,
with maturity expected to occur on March 1, 2032. Annual interest rate is 2.52%.

The annual requirements to amortize bonds payable to maturity are as follows:

For the Years Ending June 30 Principal Interest Total
2018 S 164,108 $ 46,395 $ 210,503
2019 167,599 42,684 210,283
2020 172,641 38,017 210,658
2021 177,235 33,208 210,443
2022 182,383 28,270 210,653
2023 - 2027 466,091 92,774 558,865
2028 - 2032 494418 30,353 524771
Total $ 1.824.475 $§ 311701 $ 2.136.176
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NOTE 6 — LONG-TERM DEBT (continued)

Loans payable

During fiscal year 2012, the City borrowed $350,000 from PNC, a commercial bank, to purchase
vehicles, computer equipment, leaf boxes, and snow plows. The loan had an interest rate 0 2.51%
and maturity date on October 14, 2016. The loan repayment schedule called for monthly payments
of principal and interest of $6,213.12. The loan was paid off in fiscal year 2017.

NOTE 7 — STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND

Plan description

The employees of the City are covered by the Maryland State Retirement and Pension System (the
System), which is a cost sharing employer public employee retirement system. On October 1, 1941,
the Employees’ Retirement System of Maryland (Retirement System) was established to provide
retirement allowances and benefits to State employees, teachers, police, judges, legislators, and
employees of participating governmental units. Effective January 1, 1980, the Employees’
Retirement System was essentially closed to new members and the Employees’ Pension System
(Pension System) was established. The Plans are administered by the State Retirement Agency.
Responsibility for the System’s administration and operation is vested in a 15-member Board of
Trustees. This report may be obtained by writing to the State Retirement and Pension System of
Maryland, 120 East Baltimore Street, Baltimore, Maryland 21202, or by calling (410)625-5555, or
on the website: http://www.sra.state.md.us.

The Pension System covers employees hired after December 31, 1979, as well as Retirement System
participants who have voluntarily joined the Pension System. The Employees Contributory Pension
System of the State of Maryland (Contributory Pension System) was established July 1, 1998. Asof
July 1, 1999, and retroactively to July 1, 1998, the City elected to participate in the Contributory
Pension System for all service earned on or after July 1, 1998.
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NOTE 7-STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)

Benefits provided

All plan benefits are specified by the State Personnel and Pensions Article of the Annotated Code of
Maryland. For all individuals who are members of the Employees’ Retirement System on or before
June 30, 2011, retirement allowances are computed using both the highest three years’ Average
Final Compensation (AFC) and the actual number of years of accumulated creditable service. For
all individuals who are members of the pension systems of the State Retirement and Pension System
on or before June 30, 2011, pension allowances are computed using both the highest three
consecutive years’ AFC and the actual number of years of accumulated creditable service. For any
individual who becomes a member of one of the pension systems on or after July 1, 2011, pension
allowances are computed using both the highest five consecutive years” AFC and the actual number
of years of accumulated creditable service. Various retirement options are available under each
system which ultimately determines how a retiree’s benefit allowance will be computed. Some of
these options require actuarial reductions based on the retiree’s and/or designated beneficiary’s
attained age and similar actuarial factors.

In addition, the benefit attributable to service on or after July 1, 2011 in many of the pension systems
now will be subject to different cost-of-living adjustments (COLA) that is based on the increase in
the Consumer Price Index (CPI) and capped at 2.5% or 1.0% based on whether the market value
investment return for the preceding calendar year was higher or lower than the investment return
assumption used in the valuation.

A brief summary of the retirement eligibility requirements of and the benefits available under the
various systems in effect during fiscal year 2016, are as follows:

A member of the Employees’ Retirement System is generally eligible for full retirement benefits
upon the earlier of attaining age 60 or accumulating 30 years of creditable service regardiess of age.
The annual retirement allowance equals 1/55 (1.81%) of the member’s AFC multiplied by the
number of years of accumulated creditable service.

An individual who is a member of the Employees’ Pension System on or before June 30, 2011, is
eligible for full retirement benefits upon the earlier of attaining age 62, with specified years of
eligibility service, or accumulating 30 years of eligibility service regardless of age. An individual
who becomes a member of the Employees’ Pension System on or after July 1, 2011, is eligible for
full retirement benefits if the member’s combined age and eligibility service equals at least 90 years
or if the member 1s at least age 65 and has accrued at least 10 years of eligibility service.
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NOTE 7-STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)

Benefits Provided (continued)

For most individuals who retired from the Employees’ Pension System on or before June 30, 2006,
the annual pension allowance equals 1.2% of the member’s AFC, multiplied by the number of years
of creditable service accumulated prior to July 1, 1998, plus 1.4% of the member’s AFC, multiplied
by the number of years of creditable service accumulated subsequent to June 30, 1998. With certain
exceptions, for individuals who are members of the Employees’ Pension System on or after July 1,
2006, the annual pension allowance equals 1.2% of the member’s AFC, multiplied by the number of
years of creditable service accumulated prior to July 1, 1998, plus 1.8% of the member’s AFC,
multiplied by the number of years of creditable service accumulated subsequent to June 30, 1998.
Beginning July 1, 2011, any new member of the Employees’ Pension System shall earn an annual
pension allowance equal to 1.5% of the member’s AFC multiplied by the number of years of
creditable service accumulated as a member of the Employees’ Pension System.

Any individual who is a member of the State Retirement and Pension System on or before June 30,
2011, and who terminates employment before attaining retirement age but after accumulating 5 years
of eligibility service is eligible for a vested retirement allowance. Any individual who joins the
State Retirement and Pension System on or after July 1, 2011, and who terminates employment
before attaining retirement age but after accumulating 10 years of eligibility service is eligible for a
vested retirement allowance. A member, who terminates employment prior to attaining retirement
age and before vesting, receives a refund of all member contributions and interest.

Contributions

The State Personnel and Pensions Article requires both active members and their respective
employers to make contributions to the System. Rates for required contributions by active members
are established by law. Members of the Employees’ Retirement System are required to contribute
7% or 5% of earnable compensation depending upon the retirement option selected. Members of the
Employees’ Pension System, Alternate Contributory Pension Selection (ACPS), are required to
contribute 7%, of earnable compensation.

However, members of the Employees’ Retirement System who are employed by a participating
governmental unit that elected to remain in the Contributory Pension System are required to
contribute 2% of earnable compensation. The members of the Employees’ Retirement System who
are employed by participating governmental units who elected to remain in the Non-Contributory
Pension System are only required to contribute 5% of earnable compensation in excess of the social
security taxable wage base.
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NOTE 7 —~STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)
Contributions (continued)

Contribution rates for employer and other “non-employer” contributing entities are established by
annual actuarial valuations using the Individual Entry Age Normal Cost method with projection and
other actuarial assumptions adopted by the Board of Trustees. These contribution rates have been
established as the rates necessary to fully fund normal costs and amortize the unfunded actuarial
accrued liability.

The unfunded actuarial liability was being amortized in distinct layers. The unfunded actuarial
accrued liability which existed as of the June 30, 2000, actuarial valuation was being amortized over
a 40-year period (as provided by law) from July 1, 1980 and as provided by law, any new unfunded
liabilities or surpluses arising during the fiscal year ended June 30, 2001, or any fiscal year
thereafter, was being amortized over a 25-year period from the end of the fiscal year in which the
liability or surplus arose. However, in the 2014 legislative session, the Legislature changed the
method used to fund the System. The unfunded liability for each System is being amortized over a
single closed 25-year period.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At June 30, 2017, the City reported a liability of $2,756,060 for its proportionate share of the net
pension liability of the System. The net pension liability was measured as of June 30, 2016, and the
total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date. The City’s portion of the net pension liability was based on actual
employer contributions billed to participating government units for the year ending June 30, 2016.
The contributions were increased to adjust for differences between actuarial determined
contributions and actual contributions by the State of Maryland. At June 30, 2016, the City’s
proportion share was .0116812%.

For the year ended June 30, 2017, the City recognized pension expense of $179,879. Pension
expense represents the change in the net pension liability during the measurement period, adjusted
for actual contributions and the deferred recognition of changes in investment gain/loss, actuarial
gain/loss, actuarial assumptions or method, and plan benefits. At June 30, 2017, the City reported
deferred outflows of resources and deferred inflows of resources related to pensions from the
following sources:
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NOTE 7—-STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)

Pension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred
Inflows of Resources Related to Pensions (continued)

Deferred Deferred
Outflows Inflows
of Resources of Resources

Differences between expected and actual
experience $ - $ 72,260
Changes in assumptions 300,953 -
Net difference between projected and actual
earnings on retirement plan investments 170,743 111,717

City contributions subsequent to the

measurement date 221,194 -
$ 782,890 3 183,977

Deferred Financing Inflows and Outflows

The deferred outflow of resources of $221,194 relating to contributions subsequent to the
measurement date will be recognized as a reduction of the City’s net pension liability during the
fiscal year ended June 30, 2018, Deferred financing outflows and inflows due to changes in
actuarial assumptions, differences in actual and expected experience and net differences in the
projected and actual investment earnings represent the City’s proportionate share of the unamortized
portions of the System’s original amounts. The 2015 deferred inflows and cutflows and the 2016
deferred inflows related to non-investment activity are being amortized over the remaining service
life of 5.87 years. The 2014 and 2016 deferred outflows not related to investment activity are being
amortized over the remaining service life of 5 years. The net difference in investment earnings for
both 2015 and 2014 is being amortized over a closed five year period. The following table shows
the amortization of these balances:

2016 Balance Amortization 2015 Balance Amortization 2014 Balance Amortization
Deferred Outflows Deferred Inflows Deferred Outflows Deferred Inflows Deferred Outflows Deferred Inflows
Actual and Net Difference Actual and Net Difference
Year End Change in Expected in Investment  Change in Expected Change in in Investment
June 30, Assumptions Experience Earnings Assumptions Experience Assumptions - Earnings
2018 b 68346 % 6207 % 56,914 § 26,568 § 10,869 § 7,378 % 55,859
2019 68,345 6,207 56,914 26,568 10,86% 7,378 55,858
2020 68,345 6,207 56,913 26,568 10,869 - -
2021 68,345 6,207 - 23,112 9,456 -
2022 - 5,369 - - - - -
Total b 273,381 8§ 30,197 % 170,743 § 102,816 & 42,063 § 14,756 & 111,717
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NOTE 7~STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)

Actuarial Assumptions

Actuarial Entry age normal.
Amortization Methoc; Level percentage of payroll, closed.
Inflation 2.70% general, 3.20% wage
Salary Increases 3.30% to 9.20%, including wage inflation
Discount Rate 7.55%
Investment Rate of Return 7.55%

1 |Mortality RP-2014 Mortality Tables
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NOTE 7-STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)

Investments

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class.
These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected
inflation. Best estimates of geometric real rates of retwrn were adopted by the Board after
considering input from the System’s investment consultant(s) and actuary(s). For each major asset
class that is included in the System’s target asset allocation, these best estimates are summarized in

the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Public Equity 37% 6.60%
Private Equity 10% 7.40%
Rate Sensitive 20% 1.30%
Credit Opportunity 9% 4.20%
Real Assets 15% 4.70%
Absolute Return 9% 3.70%

Total 100%

The above was the Board of Trustees adopted asset allocation policy and best estimate of geometric
real rates of return for each major asset class as of June 30, 2016.

For the year ended June 30, 2016, the annual money-weighted rate of refwm on pension plan
investments, net of the pension plan investment expense, was 11.7%. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the changing

amounts actually invested.

Discount Rate

A single rate of 7.55% was used to measure the total pension liability. This single discount rate was
based on the expected rate of return on pension plan investments of 7.55%. The projection of cash
flows used to determine this single discount rate assumed that plan member contributions will be
made at the current contribution rate and that employer contributions will be made at rates equal to
the difference between actuarially determined contribution rates and the member rate. Based on
these assumptions, the pension plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate
of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.

54



CITY OF NEW CARROLLTON, MARYLAND
NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended June 30, 2017

NOTE 7—STATE RETIREMENT AND PENSION SYSTEMS OF MARYLAND (continued)
Sensitivity of the Net Pension Liability

Regarding the sensitivity of the net pension liability to changes in the single discount rate, the
following presents the plan’s net pension liability, calculated using a single discount rate of 7.55%,
as well as what the plan’s net pension liability would be if it were calculated using a single discount
rate that is 1-percentage-point lower or 1-percentage-point higher:

1% Decrease Current 1% Increase
System to 6.55% Discount 7.55% t0 8.55%
System net pension
liability § 32,408,442,000 § 23,594,027,000 $ 16,259,112,000
City's proportionate
share of the net
pension liability $ 4,030,735 § 2,756,060 § 2,022,195

NOTE 8§ — FUND BALANCES

The classification of governmental fund balances as of June 30, 2017 is as follows:

Nonspendable for:
Prepaid Expenses 3 91,372
Restricted for:
Weinbach scholarship 40,034
Public safety projects 228,820
Street improvements 565,125
Cable equipment 552,839
1,386,818
Commitied to:
Operating reserve carryover 250,000
Assigned for: .
Compensated absences 199,004
Street repairs 359,756
Sidewalk repairs 134,372
Bridge repairs 112,310
Vehicle replacement 80,993
NARD incentive fund 574,500
Global signal proceeds 477,435
Contingency reserve carryover 130,000
Real property reserve 468,500
2,536,870
Unassigned 6,492,527
Total Fund Balances 3 10,757,587
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CITY OF NEW CARROLLTON, MARYLAND
NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended June 30, 2017

NOTE 9 - POST-RETIREMENT BENEFITS

The City does not provide and therefore has no liability for post-retirement benefits at June 30,2017.

NOTE 10 -~ RISK. MANAGEMENT

The City’s risk financing techniques include participation in a public entity pool and the purchase of
commercial insurance. For property, general, and health and dental insurance, the City is covered
through commercial insurance carriers subject to deductibles and to annual aggregate/per occurrence
doHar limits. For excess environmental liability coverage the City is a member of the Maryland
Local Government Insurance Trust (LGIT). This trust is a public entity risk pool which is owned
and directed by the local governments that subscribe to its coverages and operates under the terms of
a Trust Agreement. The City pays LGIT an annual premium. Claims are processed and recoveries
and administrative costs are paid by LGIT. Similar to a commercial insurance carrier, recoveries are
subject to deductibles and to annual aggregate/per occurrence dollar limits. No insurance settlement
has exceeded the coverage to date. The City is fully insured for worker’s compensation through the
Injured Worker’s Insurance Fund of Maryland. Employees are bonded through commercial
insurance carriers to limit the loss to the City in the event of employees committing acts of
embezzlement or theft. There have been no settlements which exceeded coverage during the past

four fiscal years.
NOTE 11 - CONTINGENT LIABILITIES

The City participates in certain federally assisted grant programs. These programs are subject to
financial and compliance audits by the grantors or their representatives. The amount, if any, of
expenditures which may be disallowed by the granting agency cannot be determined at this time,
although the City expects such amounts, if any, to be immaterial.

The City is subject to various legal proceedings and, in the opinion of the City Aftorney, the

potential liability arising from claims against the City not covered by insurance, would not
materially affect the financial statements.
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NOTE 12 - NEW ACCOUNTING PRONOUNCEMENTS

The GASB issued several pronouncements prior to the year ended June 30, 2017 that have effective
dates that may impact future financial presentations. Management has not currently determined
what, if any, impact implementation of the following statements may have on the financial
statements of the City:

GASB Statement No. 83, Certain Asset Retirement Obligations, will be effective for the City
beginning with its fiscal year ending June 30,2019. This Statement addresses accounting and
financial reporting requirements for asset retirernent obligations (“ARO”). An ARO is a legally
enforceable liability associated with the retirement of a tangible capital asset.

Statement No. 85, Omnibus 2017, will be effective for the City beginning with the fiscal year
ending June 30, 2018. The Statement addresses a variety of topics including issues related to
blending component units, goodwill, fair value measurement and application, and
postemployment benefits.

Statement No. 86, Certain Debt Extinguishment Issues, will be effective for the City beginning
with its fiscal year ending June 30, 2018. This Staternent establishes accounting and financial
reporting guidelines for in-substance defeasance of debt in which existing resources are placed
in an irrevocable trust for the sole purpose of extinguishing debt.

Statement No. 87, Leases, will be effective for the City beginning with the fiscal year ending
June 30, 2021. This Statement removes the traditional classifications of leases as operating or
capital and recognizes all leases as financing tools, resulting in reporting of lease transactions as
both a liability and an intangible right to use the leased asset. This Statement defines lease
transactions and establishes the new accounting and financial reporting requirements.

NOTE 13 - SUBSEQUENT EVENTS

The City evaluated subsequent events for potential required disclosures through November 30, 2017,
which represents the date the financial statements were available to be issued. The City entered into
a CDA loan agreement subsequent to year end in the amount of $1,500,000 for renovations to the
City Municipal Center.
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CITY OF NEW CARROLLTON, MARYLAND
SCHEDULE OF THE CITY’S PROPORTIONATE SHARE

OF THE NET PENSION LIABILITY

Last Ten Fiscal Years *

Employees' Retirement and Pension System: 2017 2016 2015
City's proportionation of the net pension liability 0.0116812% 0.0124373% 0.0114959%
City's proportionate share of the pension liability $ 2,756,060 $ 2,584,686 $ 2,040,146
City's covered employee payroll $ 3,276,249 $ 3,186,127 $ 2,584,687
City's proportionate share of the net pension

liability as of a percentage of its covered

employee payroll 84.12% 81.12% 78.93%
Plan fiduciary net position as a percentage of the

total pension liability 65.79% 68.78% 71.87%

* Additional years will be presented as they become available.
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CITY OF NEW CARROLLTON, MARYLAND
RATIOS OF OUTSTANDING DEBT BY TYPE
Last Ten Fiscal Years

General

Fiscal Obligation Loans Percentage of Per
; Year Bonds Payable Total Personal Income Capita

2008 1,138,112 506,329 1,644,441 2.36 128.29
2009 1,024,356 512,230 1,536,586 2.53 119.88
o 2010 903,652 481,336 1,384,988 2.86 108.05
- 2011 776,000 572,560 1,348,560 2.98 111.13
2012 2,467,907 665,766 3,133,673 N/A 258.23

2013 2,355,537 448,292 2,803,829 N/A 231.05

2014 2,239,911 267,858 2,507,769 N/A 206.66

2015 2,120,484 126,261 2,246,745 N/A 179.54
2016 1,985,643 24,723 2,010,366 N/A 160.65
2017 1,824,475 - 1,824,475 N/A 145.79

o Source: City Financial records.

N/A: Not available currently.
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CITY OF NEW CARROLLTON, MARYLAND
DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT
(Dollars in Thousands)
For The Year Ended June 30, 2017

Percentage
Applicable to this
Net Debt Governmental
Outstanding Unit Share of Debt
Direct debt
City of New Carrollton $ 1,824 100.00% 5 1,824
Overlapping debt®:
Prince George’s County © 1,408,092 0.95% M 13,405
Total Direct And Overlapping
Debt $ 1,409.916 5 15,229

&3]

@

3

Rate of assessed real property value in the City (§715,524,724) to assessed real property value in
the County ($75,187,506,800).

Overlapping debt is not debt of the City of New Carroliton on either a direct or contingent basis,
but represents the share of debt of overlapping governmental entities which the residents of the
City of New Carrollton are obligated to pay through direct tax levies of these respective
governmental entities. The debts of Prince George’s County, Washington Suburban Sanitary
Commission, and Maryland-National Capital Park and Planning Commission are direct general
obligation debts of the respective governmental entities for facilities to benefit citizens of the
County as a whole, including those residents within municipalities. Facilities include schools,
hospitals, police and fire departments, industrial park sites, community college, mass transit,
storm drainage, control park land acquisition, etc., and the citizens of the City of New Carrollton
benefit generally from their use.

Source of this information is the Prince George’s County Department of Finance.
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CITY OF NEW CARROLLTON, MARYLAND
PRINCIPAL EMPLOYERS
Current Fiscal Year and Nine Years Ago

2017

Estimated

Employer Employees
Lowes Businass 142
Shoppers Food Warehouse 109
Forman Mills, Inc. 70
Foodway International 70
K & G Men'’s Company 61
Metro Points 58
Darcars 52
Value City Furniture 42
Chipotle 36
Save Alot 23
CVS Pharmacy 20
Total 683

2008

Estimated

Employer Employees
Lowes Business 163
New Carroliton Hotel 143
Shoppers Food Warehouse 138
Foodway International 72
National Warehouse Liquidators 62
K & G Men’s Company 61
CVS Pharmacy 49
Staples 45
Total 733

Source: Amounts are estimates generated from correspondence with the companies.
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